The fact is that, on average, tourism-specialized countries grow more than others.
The next Table shows Adding to previous literature, which often used arrivals of tourists per capita as a proxy for tourism intensity, we also use variables linked to the proportion of tourism in Exports and in GDP. Thus, as far as we know, this is the first attempt to evaluate the worldwide impact of tourism, recurring to dynamic panel data techniques that deal with endogeneity and following the empirical economic growth literature.
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Additionally, we consider different sub-samples of countries to test if tourism is more important for economic growth in small and poor countries, as previous contributions argued that these sub-samples of countries should benefit more from tourism than the average country.
In Section 2, we present data, method and variables. In Section 3, we present the results. Section 4 concludes and motivates future research.
Data and Methods

Specification and Methods
We have used panel data methods to analyze this issue. The use of panel data allows not only the increase of degrees of freedom and better estimators' large sample properties, but also the reduction of endogeneity, due to the consideration of specific-country effects, omitted variables, reverse causality and measurement error. 1 The use of panel data techniques in empirical economic growth literature began with Islam (1995) . 2 This means that we study economic growth empirically through the implementation of a growth regression that evaluates the contribution of different determinants of economic growth. The seminal article from Barro (1991) began this tradition. 
where Y i,t is the natural logarithm of per capita GDP at constant prices, calculated using the chain index, CS i,t is a conditioning set that includes various covariates that previous literature used as determinants of economic growth, tourism i,t is one of three different measures of tourism intensity in logs, η i is an unobserved country-specific effect and ε i,t is the error term. We have also added time dummies to all regressions. Blundell and Bond (1998) , there are the following additional moment 3 In the next sub-section, we discuss the composition of the conditioning set and different measures of tourism intensity. 1  2  3  4  5  6  7  8  9  10  11  12  13  14  15  16  17  18  19  20  21  22  23  24  25  26  27  28  29  30  31  32  33  34  35  36  37  38  39  40  41  42  43  44  45  46  47  48  49  50  51  52  53  54  55  56  57  58  59 4 It is worth noting that these conditions allow for the levels of output to be correlated with the unobserved country-specific effects. Thus, we use these moment conditions and employ a GMM procedure to generate consistent and efficient parameter estimates. Temple et al. (2001) argues that this estimator is appropriate to economic growth empirical models.
Consistency of the GMM estimator depends on the validity of the instruments. To address this issue, we consider two specification tests: the first is the Hansen test of over-identifying restrictions, which tests the overall validity of the instruments (the null is that the instruments are valid); the second is the second-order autocorrelation test for the error term, which tests the null according to which there is no autocorrelation.
Overall, both specification tests indicate that the instruments used are valid (see Tables   A.1 or fixed-effects estimator as better than GMM ones. In fact, in a panel with small crosssection (due to low availability of data, total sample includes near 90 countries) and small time-series (5 periods), GMM estimators would create many instruments, implying an over-fitting bias. 4 This estimator is preferable to the difference estimator if the dependent variable is highly persistent, as is the case for output. 5 To avoid the over-fitting bias that arises from the high number of instruments in System GMM, we restrict the number of lagged instruments to two by variable. These specification options do not change our conclusions. In Tables A.1.1, A.1.2 and A.1.5 in Appendix A, we also present the number of instruments introduced in each regression. According to these numbers, we must be confident in a quite small "overfitting" bias. However, this would not happen in small samples for which we present results. We present here the basic ideas of the estimator developed by Bruno (2005b) . The departure point is the inconsistency of LSDV in dynamic panel data models (Nickel, 1981) . The approximation terms to the bias are all evaluated at the unobserved true parameter values, which are of no direct use for estimation. Thus, to make the approximation terms operational, Kiviet (1995) suggests replacing the true parameters by the estimates from some consistent estimators. Monte Carlo experiments showed that the resulting bias-corrected LSDV estimator (LSDVC) often outperforms IV-GMM estimators in terms of bias and root mean squared error (RMSE). We use an approximation of
), which is the best approximation provided in Bruno (2005b), and we initial- Poor Countries (for which GDP per capita is below average in the majority of periods considered). The three variables used are:
In face of this, for small samples, we present only the corrected LSDV results. 
Conditioning Information Sets
To test the significance of tourism in explaining economic growth, we have used several variables that are standard in literature (Barro, 1991 and Barro and Sala-i-Martin, 1995) and are related to the main determinants of growth. Thus, we have used Real Gross Domestic Product per capita in the previous period ( Y i,t−1 ) to measure conditional convergence (from which a positive sign is expected with a less-than-unity absolute value) International Country Risk Guide (ICRG) -is used as an alternative measure of institutions; as it is negatively related with country risk, it is expected to have a positive relationship; 6 6 We note that ICRG is a more general measure for institutions than BM P because it includes 22 different indicators of country risk. Nevertheless, it is less used in previous empirical contributions. Its introduction comes at the expense of a significant number of observations. It is increasingly used in development (see e.g. the influential article of Hall and Jones, 1999). Exports plus Imports to output ratio (Openness) -is used to measure the impact of openness of the economy in its growth performance, and a positive sign is expected, although this is not consensual in the literature (e.g. Edwards, 1998); Inflation (consumer prices) (1 + π) -is used to measure the effect of high inflations in reducing the economic growth rates (e.g. Levine et. al., 2000) . 
Sample and Descriptive Statistics
The next table presents descriptive statistics for tourism variables. Descriptive statistics for other variables included in the conditioning sets are presented in the Appendix. In the next section we present the results, beginning with results for the whole sample, and then for subsamples of small and poor countries.
Results
In this section we present the main results obtained. The results on the variables in the conditioning information sets are often consistent with previous empirical literature on economic growth. In particular, the investment ratio positively influences growth, while the government expenditures ratio and the black market premium negatively influence growth.
The rate of convergence oscillates around 2.44% in the System GMM estimator - The Influence of Life Expectancy and Schooling is almost always non-significant.
Schooling seems to be negatively related to growth in samples of small and poor countries. This is not inconsistent with previous contributions, as different results have been reported in the literature. We have tested alternative specifications, such as the exclusion of life expectancy and the consideration of other variables for schooling (namely average years above 15 years old -syr15) and these changes did not change results on the significance of the tourism variable. Nevertheless, syr15 proved to be positively related to growth in one specification applied to the broad sample.
7 As in these references, the rate of convergence λ is obtained equating e −λT to 0.885 (in the case of column 0 in The impact of the inclusion of tourism in convergence is small and its direction is not obvious, depending on the variable used. Nevertheless, the corrected LSDV estimator predicts even a small convergence rate or no conditional convergence at all, especially in samples of small and poor countries. In general, and in particular in the Corrected LSDV estimations, the introduction of tourism variables acted in order to decrease significance of other covariates, namely the impact of the government share of output (G/Y ) and the impact of the Black Market Premium (BM P ) in poor countries.
Complete regressions are presented in Appendix, and to focus the article, we will only be interested on the tourism effect from now on. To avoid excessive length and to focus the article in its main issue, we are not presenting complete regressions for the conditioning information set 2, when we use the alternative measure of institutions (ICRG). We also present only the benchmark regressions in the small and poor countries case.
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We also note that the specification tests in GMM indicate that instruments are valid as in general we do not reject the null of the Hansen Test nor the null of the AR(2) test.
Results from All Countries
The next These results indicate that in general tourism specialization is an important determinant of long-run economic growth, implying that a 1% increase in the proportion of tourism returns on GDP (or in exports) accounts for a 0.03% to 0.05% increase in output growth rate. Simultaneously, a 1% increase in the proportion of tourist arrivals tends to increase near 0.1% in economic growth rate. The corrected LSDV approach attributes a greater role to tourism than the System GMM approach. Also, when institutions are measured by black market premium, tourism returns assume a greater role than when institutions are measured by international country risk guide composite indicator. These results seem to indicate that the only measure of tourism intensity that is not particularly affected by the measure of institutions is the number of arrivals as a proportion of popu-13 
Results for the Sub-Samples: Small and Poor Countries
In the next Tables we show results for the small samples considered. In these small samples we analyze the Corrected LSDV approach, as when the number of countries to be considered decreases, this is clearly the most appropriate estimator. The first case to be considered is the Small Countries case. We considered a country as small if it had less than 5 million inhabitants in the first period considered. According to the explanation in the literature, we should expect a stronger relationship within this sub-sample than in the broad sample. According to this explanation, small countries are relatively well-endowed with renewable natural resources and consequently benefit more from the specialization in tourism. In general, the effect of tourism decreases when small countries are considered, in the opposite direction of what literature have suggested for these countries. In particular only the number of arrivals as a population proportion continues to have a strong and positive effect in the economic growth rate.
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This seems to suggest that the explanation linked with the natural resources relative abundance is not confirmed by data.
The next table shows results on a sample of poor countries. We have considered that a country is poor if it spends more time below the average per capita GDP (5969 USD) than above. 10 We have also tested a sample of countries with less than 1 million inhabitants. Results showed that tourism specialization never has a positive contribution on economic growth. Results are available upon request. These results support the idea that tourism is an opportunity for poor countries.
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In fact, almost all tourism variables are significantly and positively related to economic growth in all specifications (the exception is proportion of tourism returns on GDP with a positive t-ratio of 1.62). In this group of countries it is clear that the introduction of the specialization in tourism as a determinant of economic growth decreases the influence of the government expenditure and of the Black Market Premium.
Conclusion and Prospects
In general, we support the time-series evidence that has been published for a number of countries, according to which tourism specialization enhances growth performance of countries. We come to this conclusion using two recently developed estimators that complement each other in terms of costs and benefits: the System GMM Blundell-Bond 1  2  3  4  5  6  7  8  9  10  11  12  13  14  15  16  17  18  19  20  21  22  23  24  25  26  27  28  29  30  31  32  33  34  35  36  37  38  39  40  41  42  43  44  45  46  47  48  49  50  51  52  53  54  55  56  57  58  59  60   F  o  r  P  e  e  r  R  e  v  i  e  w tributions, according to which tourism specialization is important for small countries (as small countries are relatively abundant in Natural Resources) and for poor countries, we reject the first and confirm the second conclusion. In fact, small countries do not seem to benefit from tourism specialization more than does the average country. On the contrary, poor countries always benefit from tourism specialization, both in terms of arrivals and in terms of returns. In addition, it seems that tourism specialization is a good option to promote economic growth in poor countries, as it appears to hinder the negative effects of government and bad institutions.
These results add to previous contributions the consideration of recent empirical methods appropriate to study economic growth. The results are generally in line with previous time-series attempts.
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However, they question the proposition according to which small countries benefit more from tourism than others. Finally, they emphasize the possible contradiction between empirical results and economic growth theory regarding the relationship between growth and tourism specialization. This opens at least two potentially fruitful research avenues. The first one is to explore the relationship between tourism and the traditional determinants of economic growth, e.g., human capital, both theoretically and empirically. The second one is to explore the determinants of tourism growth and in particular to calculate the productivity within the tourism firms. There is also a significant scope of evolution in constructing models of economic growth that incorporate the positive influence of tourism in economic growth.
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